3
.

#3 M O N NI %

)
.
E

- DOCUMENT RESUME W . °
ED 114 041 S , o ‘HE 007 012
— : - .
AUTHOR - Lawrence, Ben; Kirschling, Waymne '
TITLE | : A Proposal To Fund. States on the. Basis of Th elr
o . Support of Higher Education. ‘ .
INSTOTION ‘American Council on Educatlon, Washlngton, D.~.'
PUB DATE ‘ 12 pec .74 - SN\
NOTE 36p.; Paper presented at an Amerzcan Counc11 o
Education workshop (December 12, 1974)
EDRS PRICE MF-$0.76 HC-$1.95 Plus Postage b :
DESCRIPTORS =~ Costs; *Educational Finance; Expenditures; .Federal

Legislation; Federal’ Programs* *Federal State
Relationship; *Higher Education; Incentive Systens;
. Institutional Role; *Manadgement Sysiems- *State.
: Standards .

N N

ABSTRACT - . 2 . : o d
: ‘As background for, the 1972 Education Amendments, the
National Center for Higher Education' Management Systems (NCHEMS) was
asked to look at whether a’'method of federal institutional aid could
be developed that would still preserve the incentives of the states
+0 fund higher education. It was concluded that such method of
f1nanc1ng ~could be developed 1’E!§:rrent proposal is‘“reported in

~

five main. sections covering: ( tails of the current proposal; (2)
the policy platform that underlie he current propdsal; (3) attempts
to determime the contribition that proposed methods of financing. ST
wvould, make to /the national objectives for highetr education that vere
proposed by the National Commission, on the F1nanc1ng of ngher
Education; (4) anc111ary details of the current ‘proposal; (5) some
criticism and cohcerns that have been raised-about the proposals.
Appendigxes f llou. (Author/KF) . -

- - -

1

v

[ . . , : -

-

3 . ‘ [ - : . " S . .
“*************************i*******ik**************i*******************f*
Documents acquired by ERIC 1nc1ude many informal unpublidhed *
materials not .available.from other ‘sources. ERIC ‘makes every effort *
to obtain the best copy available. 'Nevertheless, items of marginal *
reproduc1b111ty are often encountered and this affects the quality *
of the microfiche and hardcopy°reptoductiofls ERIC makes available *
via“the ERIC Document Reproduction Service - (EDRS) EDRS s not *
‘respons~b1e~for the quality of the original document. Reproductions *
s *
*

11ed‘5% EDRS are the best that can be made from the original.

*** 3k ok ok k ***ﬁ,****************************************************

7 . ) -
B . .




-

ED1140L1

3 A

FPiean

% s

. .

-

] [l

i

e

k=4

. - Pt N ¢ &
¥
- . ’\"
’ . - v e
N i~ ¢
\ , ) b . ‘ Ty
- . ) ’;".
A PROPOSAL TO FUND STATES . o
- ON THE. BASIS .OF THEIR SUPPORT OF HIGHER EDUCATIQN';/?‘H_ .
‘ . A9 . '. 5 9 ‘ I
61 ) - ’i‘;_,’ ‘;‘ . 3 v,
. - : S -
. '/‘I . {)‘ Il i *
‘ . J S ' ™,
- o gty
. N .. o "“-"°'é?;§,'&?.'g.§"/ B
. : 1 HAs BEEN REPRO-
Ben Lawrence Bices ARGy AS ECENED TR
. - - . HE P p PINION
Wayne Ki rschgl ing - | E‘IL’:‘;.‘,’DZ"’L%?»?;cvé{{“v\figf,‘:ﬁ‘;"f;
. ; N
o . - SRR LNk PoLicY
. // N \ . ‘ & - e
/
. . S o
' : s . . /! s ‘ v : :
" ) ' ‘4 . ' v ” o e T .
Note: - Th]s paper was the basis for a presentatian
which the authors made to an ACE sporisored workshop
e - *on their proposal which.was held on ‘December 12, 1974, X
. ’ . . . 37 . '
. {
\ - | - SR
-
' w»: - ) T . ’\.‘ s
“ o - N 2“ - I3
3 ) .
t »




T BACKGROUND . - e

cn R - 4 - N . . A
- - . o) <« oo . . 4
. o - 1 ) . : D,
» 7:»'
"\ ff
. f
«

As background for the 1972 Educat]on Amendments, .the Nat1ona1 Center for H1gher
Education Management Sys tems (NCHEMS) was asked’to look at whether a method of

. fedéeral 1nst1tut1ona1 aid cou]d be deve]oped that would st111 preserve the in-
?
gent1ves of the states to fund h1gher educataon.’ It was . conc]uded ‘that such

. { a method of f1nanc1ng cou]d be. deve]oped These f1nd1ngs 'fre pub11shed in a'

' t1t1ed Genera] Inst1tut1ona1 Ass1stance

cheme That Depends on the Eduta--

6t1ona1 Eﬁforts of the States and the Attendance Cho1ce of Students A syyops‘

of th1s techn1ca1 report, intended for. 1ay readers, was a1so pub11shed ?% the,

.+ ~same time. S L : S
. ‘e t e . . , v _‘ . ‘3 e .. . . / ) }."'
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T . RS Y d t * . / ( '
. The or1g1na1_propos21 has been recent]y rev1sed by the authors. Thesé / Qf
’ were undertaken to make th1s methbd of f1nanc1ng more i tune with the issues f’ ft'
and concerns of today "This,revised version- formed the' Basis for the senior i
J‘,'. author s Ju]y 2 test1mony before Congressman James 0 Hara S Se]ect Subcomm\tte ! f‘; '
on Educat1on. *This paper reports on the current proposa‘l* and elaborates on e
D someegonsiderat1ons which were 1gnored or on]y br1ef1y 11uded 0, in ea741er f@ . a
l W Fo ' . Ty B
' papers and test1mony. o oL . o ‘/ . o
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PREVIEW

\

o o .'4.. . '
This paper has five main sect1ons

._@

«

[/

)

The first section presents the bas1c deta1Ts

.

the@current proposaT

The second sect1on descr1bes the policy pTatform that

underlies the current proposaT This poT1cy pTatform exp]1cates_many of the -~

values and Judgments wh1ch '1ié behind;the proposed method of f1nanc1ng,J The

th}rd sect1on descr1bes the authors attempts to determ1ne—thevcontr1but1on that »

fthe1r proposed method of f1nanc1ng wouid make to the nat1onaT ob3ect1ves for

' .h1gher educat1on wh1ch were proaosed by the National Comm1ss1on on the F1nanc1ng
8 S

of H1gher Educat1on The fourth, Section is d1rected to seyeraT of ‘the anc1TTary

deta1Ts of the current proposaT These are deta1Ts wh1ch serve to "f1ne tune®™
'the proposaT rather than “to change jts basic thrust. The f1naT section reports

on soﬁ?’of the cr1t1c1sms and concerns, which have been ra1sed to date about the ®

Q

authors' proposaT These cr1t1c1sms are 1ncTuded because they heTH to put the
v, / .
- 'current proposaT into a much\clearer perspect1ue : .
e N e PR £
. .. £
¢ é‘ }
4 "k"
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| _“ - ~ THE PROPOSED METHOD OF .FINANCING: S .

: . . "
’ ' . c. . ¢ f

A PR g . e L2
-1t is fime to introduce a new~d1mens1on-1nto the student a1d versus institu-

, tionaTl aid*debate dtY is t1me to suggest that perhaps the foca] po1nt of o

- / i %

federa] financing- sho 1d be states and not students or 1nst1tut1ons

+ s

- N

. R : b I-
s ' state a 1ump sum of oney . Th1§ 1um sum of money wou]d be/determ1ned by two

e

- | : oo 3 «
N The'index,of.statereffort in supporting higpér/eduEation should/be made up'of‘ k;?
two/qomponents — gne de ,ing with enroltments and one deéﬁﬂng W1th expend1tures
o t shou1d be determ1ned by d1v1d1ng the number of stﬂdents

enro]]ed ﬁn pué11p a d private 1nst1tut1o:;/m)th1n the §tate by ,the nUmber d¥

citizens in the sta%e w1th1n the target ppfuylation for h1gher education. For “\F:D .

The enrollment compon

4

purposes of th1s

rpposa], no d1st1n:2}6n is made between in- state and out of -

-state students ‘Students are credited to the state where they enro]] lThg )

res1denqy stat siof students or thé geograph1ca1 dom1c31e of - the1r parents is

not cpns1dere LIt 1sv1mportant t note that enrollments are measured ona -
/ ’
relative and not an abso]ute bas1 « Thus, a sma11 state has no a@gomat1c ad-

vanptage. or 1sadvantage .as compa‘ed to a large state In shorthand then,';h1s
& . . .

component/tan be wr1tten as: ‘ : E .
wN N/ : ’ T : - ' ' |
. Lo fudents . v L,
. . ‘ - . Target Popu]ationa¢u<ﬁ £,
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X

- of measuring the1r efforts in support1ng higher educat1on As is suggested by

- the above re]at1onsh1p, tu1t1on aTso has” an 1nportant ro]e to p1ay in the pro-»

o

- | ' o, A | L . ] ' » . ‘v . . ! ' “"
The student and target popu]at1on terms in the above ekpress1on, 11ke a11 terms -
NN
i this paper,‘w111 be used\%: a gener1c rather than specific, way. Nh11e there
are'significant consideratio wh1ch surround the” specific def1n1tions of these
terms (e.g., headcount students versus FTE students), Jn general these coqs1—

darat1ons w111 not be addreSSed w1th1n th1s paper However, examples of spec1f1c

def1n1t1ons of ‘terms w111 be g1ven when it is fe]t these examples “are necessapy
2 to understand the gener1c bas1s of the term.  For_ ex; mp]e; the target poputation
~in the above express1on cou1d be def1ned as a headco nt of all 7 to 25 year\

o]ds who res1de w1th1n a state. '

,~¢~. 5

‘<

can be wr1tten 1n shorthang notat1on as: : . '4 . ”
State & Local Expend1tures — Total Tu1t1gL \\ Soe T v ‘
: Tota] Persona] Income T \j-. . ' t...

. BN :
o c - . " w \ . 1 /\ "

Th1s component= Tike the enro]]ment component works 1 re]at;ve rather than

&

abso]ute terms Because state and local expenthures are d1v1ded\by total per-

. o« \ [

sonal 1nc0me, a poor state and a rich state are. put en equa] foot1ng\for purposes

posed 1ndex of state effort §1nce it enters the re1at1onsh1p with a negat1ve
s1gn, states are encouraged to stab1]oze or Tower the1r tu1t1ohs 1f they want to'
ach1eve a h1gh 1ndex of educat1ona1 effort.

) T Lo . ,‘ £ L7

The. overall or compos1te index of‘state effort is calculated’asf




L P

Studenhts X State & Local Expenditures —-TotaiiTuition

State Effort = Target Population Total Personal Income

LA

L
. Q
Y]
>

iSo that each state' s index of effort can be used 1n\determ1n1ng that state 's -

[ .

total award each.state S compos1te index of effort - 1s convérted 1nto a per
\student award. The state making the ¥&Myest effort would haue its index of °
effort converted into the full or maximdn per student award. For illustration

~‘purposes, this full per'studentlaward‘is set at'$100 per student. Euery other

L ]

- staté would have the1r index of effort- converted 1nto a lesser’ per student : o
award. - The actual s1ze of every other state 'S’ per Student award wou]d depend

. upon how close]y the]r-1ndex-of effort«approx1mated’the index of effort of the -

best state. If a part1cu1ar state s- 1ndex of effort was 30 percent of the .

-~

1ndex of effort for the h1ghest state then That state wou1d be e11g1b]e to |

receive 30 percent of the fufﬁ*per student award —-or $30 per student for the ‘

: current examp]e : . I
. ] . . . 4

'%'“ N . ,5‘_I . ) 5 . . '}

- The total award to a state woulds then be determined by mu]ﬁip]ying its per

stuggpt award t1mes the number of students who were enrolled 1n hagher eduoat1on

[

in that state.: Hence, a~1arge state might rece1we more tota1 dollars than a

smaller state, not because its per student award Was higher, but because it ' °

Y

had enrolled mére students. But, it is a1soﬁpossib1e that a smaller state ‘
. e ) ' .

might r?ceive more dolMars than a ]arger state if the smaller state was makingd3 o

.- a more'substantia] educational effort than the larger stateiand if it had a

h sufficient number of students enrofied 4n institutionsvwithin the state. .

o= . »

8

A br1ef summary of the ca1cu1at1ons 1nvo]ved in the proposed method “of. finan- ’ e
. A
c;ﬁg is g1ven by- the fo]]ow1ng table. . . R
, o . . . : v |
_ > ’ y \\ '
s o




‘Comparativ '“Per'Student\ NUmber-oﬁ " Total

States Index dffEffort . _ Effort _Award "~ Students .  Award
B | . Highest .- 1.00 « $100 - 200,000 $20,o<<o,.ooo.
2- LAY : . * . h . do
3 ) . L \
Loa ) S A
:50 Lowest 10 . 100,000 , 1,000,000°
. . - . [ .

the above calculations.

" Each: state wqu1d~he'given the . idest-pqi\ible 1atitude in determining how they,
spent their total federal award. For examp]e, a state might use their award -

“to do one or more of the follbwing: // - . - o

. S \
2 . .
e — Expand a student aid/program that they are currently operating
— Develop andafund a ylew form of stdent aid - " /
—-More fully fund an existing student aid-program | | - )

o

- Contract w1thuprPVate 1nst1tut10ns for programmatic serVices

I

- Prov1de genera] ass1stance grantsﬁto both pub]ic and private institutions*;

- Use these,federai revenues to offs3¢ revenue iosses.from tuition. reducs

. tions. roo . o -

’

This 1ist, of ‘course,{is not exhaustive The 1ntgﬁt here is that the states

21 would have substanti 1at1tude much as they now have in federa] revenue sharing,

ﬁ'to spend these federa] do]]ars in ways Wh]Ch they feel are most ‘appropriate.

3

given the spec1f1c and gften unique c1rcumstances of each state. 'The on]y re:

P

striction wou]d be that these do]]ars wou]d have to be spent on programs to

o

support higher education 0f course a state could a]wa??’choose to Substitute
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some or al] of thesejfederaf doldars

13

. would be reflected in that state's effort index'the next year; and they would

find themselves with fewer federal dollars to spend. ‘Hence, there is a buflt:
in incentive in this method of financing for maintenance of state-level effart§.
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“tion 1ays out some of the cruc1a1 values and Judgments which 11e beh1nd the

| Federal/state relationships shouid;be characterized more by imcentives and free

- [ THE POLICY PLATFORN

1:]

> Toe N

A11 financing proposals are based upon and support a Set of values. This sec-

F

method of f1nanc1ng wh1ch was proposed in_the prev1ous sect1on
o

a
-

- . | -~ . »

: o T, . ?n ] . . . . N [
choice than by Tegislative mandates and legal requirements. “While -t would be

. desirab]e if the'exact response of each and every state to the proposed. pethod

gy

. ~will respond in an appropr1ate‘manner to*these 1ncent1ves.f

-
+

of f1nanc1ng could be pred1cted prior to its enactment, such a pred1ct1on TS

a pract1ca1 1mposs1b111ty. On the other hand, the “incentives that the proposa1°

- o

sets up for states/to\enro]] more students, to 1ower tu1t1ons, arid to f1nanc1a1

support h1gher .education are clear and it is felt that most, Af not all, States

Y9 [

,
L

L ‘

‘ . v

. . States have .the pr1mary respons1b111ty for providing h1gher edUcat1on serv1ces

Hence, federai programs should support ‘and re1nforce state efforts in a way

that w111cpromate federa] 0bJeCt1Ve5 “Most ex1st1ng proposa]s requ1re that .,

A

. many states change their’ f1nanc1ng mechan1sms for h1gher educat1on 1f they were

’ 6//}!bto benef1t opt1ma11y from the ppaﬁosed federa] 1n1t1at1ves They have the un-

desirable character1st1c of prov1d1ng 1ncent1ves to the respect1ve states to-
N .
move toward- a s1ngle, common approach- to f1nanc1ng higher educat1on The pro-

posal put forth 1hvth7s’paper 1s des1gned to create Just the oppos1te effect.

Under thi's proposa], each state 1s encouraged to deve]op fund1ng;strateg1es and
t o L .

i

brOgrams that will work best in that state., , %;‘ - .

- » . - ’
. o .

- * + - . . ¢
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Federa] 1n1t1at1ves shou]d encourage states to ma1nta1n, 1f not 1ncrease, s

& - -
the1r‘$upport for postsecondary educat1on- Ex1st1ng proposa]s often prov1de C
1ncent1ves to‘states to reduce the1r f1nanc1a] support of postSecondary educa- o

I N N
t1on e—to suBst1tute federa1 do]]ars for state do]]ars. While 1t ds true that

o

many states have contﬁhued to genera]]y”support hagher educat1on even after _' Com

Q
% _
new federa] programs have béen enacted, there are many 1nformed 1nd1v1duals
v@_
who feel strong]y that th1s trend ay . not cont1nue. These 1nd1v1duals po1nt oo -

°

| out thé'many s1gn1f1cant and often new demands wh1ch are be1ng made upon state

[

-

~ J
ifferent states mahe in support of h1g r educat1on. It is ‘time that the states

budgets They ci te studn/e/s& hﬁ‘show tha} h1gher educat1on i's. shpp1ng 1n f‘.,
\f .

Ly

1mportance in the eyes ofamany 1ﬁd1v1duals at the state 1eve1 : Now may be a . -
pnop1t1ous moment fn history for the federa1 government to assert the pr1nc1p1e
4 -

that it w111 he1p states to shou]der the responsqb111ty of. funding h1gher educa-

t1on but on]ya1f states are w1111ng to continue the1r efforts. Beyond th1s, ) .

mak ng these comparatively“poor effod S 'be g1ven a strong 1ncent1ve to substan-

tially 1mprove on thejr efforts._ hey §h6U1d Kknow that 1f they make add1t1ona1

. -efforts, that the federal gdvernment w111 do 11kew1se. At the same time, those

states that have been making a strong effort shou]d cont1nue to receive signi-
ficant fedéra] do]]ars so that they can further strengthen the1r strong efforts. .- .

The propoSed method of f1nanc1ng, because it d1str1butes funds’ ‘on the' basis of

 state efforts, is offered as-a way of potent1a1]y accomp11sh1ng th1s ébmb1nat1on 7

6' ) L i . / o 0‘. 9 . ‘ . /.&f%‘kﬁ J

of incentives and suppor't. S ' e - -

- . . . o - . . -
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. N, v ‘7@.-‘ ’
As has already been po1ntedfout there. is a bui Tt- -in: 1ncent1ve4w1th1n the -

» . 5 ]

{’

proposa] “for’ states to stab111ze or even 1ower tu1t1ons Because of a minus

sign on tota1 tu1t1ons, staQES in wh1ch tu1t1ons‘were reduced wou]d be Judged

k4

‘. as mak1ng a 1arger effort Ind1v1dua1 states-may do th1s 1n d1fferent ways

v -

'» depend1ng upon, the c1rcumstances that ex1s; For examp]e a state w1th con1

s1derab1e\pr1vate educat1on may decade that a new. student a1d program “in wh1ch

~ .

students rece1vé enough a1d to allow them to attegg»pr1vate 1n§t1tut1ons 1s\

the be%m way to go. This program(m1ght be “based on the premise that such a

"

< .pregram would allow pr1Vate Jnst1tut1ons to hoqd.the mark on tuitions because: o

P . . e . H ~

= this progran wou]d result in thege 1nst1tut1ons be1ng fully; enro]]ed Another

4

state wﬁth conslderable pub11c education m1ght 4ec1de to 1ower publ1c tu1t1ons
N N f . 1
' o and COVer the losses, 1n 1nst1tut1ona1 revenue w1th the. federal funds® - In L=

.
’ - ks v -

effectgkth1s proposa] asE\‘the federal government to take a stance on tu1t1ons M

«@

/‘ . —-a stance that tu1t1on 1eVe1s 1n both pub11c and private 1nst1tut1ons shou1d

- ' be kept: as }ow as cﬁrcumstances w111 perm1t - [ - : Ca

) . X P . . - N
: ' Federa1 proggams shou1d be d4;1gned to prov?de 1ncent1ves to s¢ates to deve]op *

programs that w111 increase student,access. Given what is knbwn today, other

’ \

: than 1ower tuitions, there 1s o one best way on a nat1ona1 bas1s to br1ng T

B about more enro]]ments Rather,‘each state Will have to seek out the best«\
P v .
comb1natron‘of~methods. Depend1ng on the state, some or a11 of the fo]]ow;ng

. 4, ' o . -

e approaches may»be used: - . \ . S , .
T, - GiVingrrn—oﬁa'student aid to 1o‘w-mco~me students - / T
; Making hlgﬁ!? educat1on opportun1t1es more geograph1cal) accessib]e B!
‘ éﬁzrn1t1at1ng new programs in wh1ch there -is substantla} 1nMErest among - :
' those who dre currént]y not enro]]ed M L
: } . ﬂ ' ’ ? o . ; ' - S
T - fv ‘ A .« : , . .

3 . ' 1 . M L Y
) . R . e o ) .

. . . . .
'IO . s . - R . 5
/ ~ Jd : f
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-~ . : .
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— Giving ihcome- supplements to students from the lowest income'familiesll‘
. D‘ . N

— Expanding the junior college system - T .

B - PRI
b . e \ . i
Q@

It wou]d be fo]ly at best tOnih%nk that any one of these pproaches shou]d be '
‘{AAV

encouraged on a nat1ona1 basis. But what may be folly on a national bas1s
may be Just what the doctor ordered on a state or 1oca1 bas1s The Judgment
is. made that we as a nation dre apt to get more :%tal access by creat1ng
nat1dna1 1ncent1ves for access and then a11ow1ng each state to des1gn access
'promot1ng programs wh1oh are best su1ted to that state than by any other ¢

approach. . g , ' | ." o _ - - l o
s L. - - v / w»

t

'_In 11ght of changes 1n the ageggf maJor1ty and the Towering of res1dency re-
,qu1rements, federa1 programs shou1d encourage each sghle to take respons1b111ty

,'for the educat1on of a11 persons w1th1n the state regard]ess of where those

persons attended high schooT A*-‘“{:f .
S Ty
) & PR f.:;m,

o
Yy

The proposed method of f1nan¢1ng, because 1# gives” cred1t to. the state 1n wh1ch,

“

a student enro]ls, enc0urages states, at 1east for: purposes ofﬂobta1n1ng federa]

funds, to accept out-of-state students Th1s incentive to accep\§out of-state
’ —’\\

students has the added advantage of encourag1ng students . to attend that 1nst1-‘m

tut1on wh1ch they tthk w1]1 best meet the1r needs, whethen or not it is located
in the state in wh1ch they current]y re51de ® S

o

There is implicit in the proposed method of f1nanc1ng a judgment that overa]]

'rrg‘access is more 1mportant than targetted aqcess This is best.111ustrated w1th

the help of a brief examp]e.» Even if there'were to be achieVed on a national '

basis an equal distributfon of students by income origins,vbut overa]1 higher

a 13
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_ - education part1c1pat;on dropped from say 50 to 30 percent' most31nd1v1duals .
T .probab]ylwould feel that theanat1on was worse off Hence, the propesed method
of f1nanc1ng is des1gned to focus nat1ona] attent1on on the 1?portance of
keep1ng overa]] part1c1pat1on rates high. Targetted part1c1pat1on should be
‘o addressed with very narrow kbut certa1n]y not sma]] targetted federa] a1d
programs Many 1ndqv1dua]s feel that the current a1d programs do not go far
enough in a1d1ng students with low income backgroundsb- Rais1ng the participa- |
“tion yates of these 1nd1v1dua]s has been more d1ff1cu]t than most suspetted\ h
Hence, there 1s a grow1ng sent1ment that programs are going to have to be de- -

igned to meet more than just the tuition costs of these students. Part of the

™ _/prob]em is that funds in eurrent-student aid programs gradua]]y have»been di-
rected towards higher and higher.income students. It is un]ike]y that these
trendsfwi]];be halted until federal programs which meet the needs'of the majority

- are putAinto place so thatvtargetted programs can become just that The proposed

.%m " method of f1nanc1ng most certa1n1y\1s not a targetted student aid program. It

‘may, however, be one good way to, meet the needs of the majority. If this pro-

' 'posed method of- f1nanc1ngYWere enacted ,on a reasonab]y large sca]e, it might

-

"then allow tru]y targetted student aid programs to: emerge ‘-

‘The'proposed’method of financing attempts to treat states eduitably. Unlike.
- matching proposa]s, it does not give a d1§%1nct advantage to wea]thy states
-Un]1ke some federa] programs wh1ch d1str1bute do]]ars JUSt on the bas1s of
popu]at1on, 1t»recogn1zes that personal ;ncome must also be taken into account.
_Equally popu]ous states, because of d1f?er1ng f1nanc1a] c1rcumstances, are -

not equa]]y able to support hfgher education. Hence, the proposed method

- N .
* . * .
. . M 4 : >
- . 'Y C 2
. > . Coe L e
. . " i . “ .
: >
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depedﬁs ‘on an 1ndex of re]at1ve f1nanc1a1 efforts Because the proposed Q

a e

| 1ndex of effort is based on re1at1ve rather than absolute, énro]]ment and ex— ,

.. There is no national solution to~priVatefeducation:that can be applied in all

pendlture msasyres, sma]] and poor states in general should be ab]e'to compete
N Y~
fa1r1y with Targe and r1ch states Of .course, no comparison of'states is ever.

Al

go1ng to be able to take into account all the 1mportant d1st1nct1ons, but the

proposed method of financing does 1ncorporate some,of the most ifiportant fac- °

]

tors, and hence, is a.step 1n the right direstion. . : ) .

-
& r ) -

There should be an-automa%ic“way in whichifederal support of higher'education

can taka’1nto account 1nf1at1on The proposed method of fﬁnanc1ngfhas this

'capab111ty As states spend more to try and keep pace w1th 1nf1at1on, these

efforts will be reflected in their effort index, and they will. receive add1—
¢

“tional federal do]iars. State 1eve1 spend1ng to keep pace w1th 1nf1at1on is . . i .

just.as much an effortton their part to support higher educat1on as are lower

o

tuitions or ﬂarger enro]]ments, and hence, it is automat1ca11y and d1rect1y
)

included in the, expend1tures term'1n the’ proposed 1ndex of effort.

o

o . - -
-

.

states. The pr1vate sector is dom1nant in some states and nonex1stent in

‘,others. Stille the proposed method of f1nanc1ng does address, albeit 1n a

1nst1tut1ons then wou]d be abl

somewhat indirect way, the quest1on of support for prrvate educat1on It does

this by g1v1ng states a rather strong set of incentives to recognize the con—

' tr1but1ons that pr1vate 1nst1tut1ons are making to h1gher educat1on w1th1n

the1r states If the proposed method of - financing were to be enacted pr1vate e

to make the fo]]ow1ng argument 1n each state.

~ First, their enrollments whe er derived from in- state or out of - state students,'

15 . .




‘ - % . v . ,,,11-', .
are helping the state get addi tional federa] dollars. Second, if'private Ci ‘//

insftitutions are under- enro]]ed or if they are forced to ratge tHe1r tu1t1ons,
then the state will Tose federal do]]ars e Th1rd, state expendvtures that

, directly or 1nd1rect1y ass1st pr1vate ‘institutions are we1ghted equa]]y wvth
state‘expend1tures that benefit. pub11c 1nst1tutlons Thesewuguments a]bng ];;-
.wlth & whole’ set of other factors unre1ated to the proposal, shou]d.sﬂbstan7/ g ,

tially strengthén the pr1vate 1nst1tut1ons ab111tn\: to obtain public support‘

A~ N3

at the state Tevel. !
N o . . . .

' b

o Nhﬂe 1t may not be obv1bu5 at f1rst g]ance the proposeﬁ_method of f1nanc1ng J
does 4nc1udev1ncent1ves :;/athe states to mainta1n a reasonab]e'ba1ance between )
eXpenditures and ehré]]meh%s This incentive exists because the 1ndex ‘of state ',’
effort is dete 1ned by mu1t1g1v1ng re]at1ve expend1tures t1mes re1at1ve enroll-
ments. In eff ct, each of :these kinds of effort begomes 2 mu1t1n11er for the

=

other kino of ffart. A state that is making & 1arge enro]]ment effort will

not havera lapge com os1te index of effort un1e3s 1ts eébend1ture effort is

a]so cons1$ngb1e Cbnverse]y, a state that is mak1ng a 1arge expenditure effort
w111 not have a 1% gé compos1te 1ndex of effort un]ess 1ts enro]]ment effort

In this way then, the pribosa] encourages each state t6

tmﬂzproper balance - between the var1Pus components of effort
Vs a mod1f1cat1on to the method of ftnanc1ng will be 1ntroduced
‘the federa] government to we1ght various components of effort
: differently T, ese we1ghts are 1mportant to the current d1scuss1bn because v‘(

'.th y uou]d allow the federa] government to 1nf1uence the ba]ance that is- .

.sdr ck in eac state between” its enroll nt and expend1ture efforts

Lo . | 16 .~ - N
| - .
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The federa1 bureaucracy which. would be requ1red to operate this program wou]d

-

be except1ona11y sma]] A1 of the small amounts of data requ1red to determ1ne

state effort are read11y available. The effort requ1reg to d1str1bute ‘the funds

to the states. wou]d be small because so few str1ngs wdqu he agtached. Un11ke ol

=3

sdme other federal programs , the operat1ona1 aspects of rdnning th1s)program&\

wou]d be neither Cumbersome or burdensome

v o AP
A - . ' ~ - T

. R
o . '
. : ‘

The po]1cy p1atform for the proposed methéﬁ of f1nanc1ng, then, cons1%1$ of

the fo]]ow1ng Va]ues and Judgments

o

o\

1

- '.“

Federa]/State re1at1onsh1ps should be bu11t on 1ncent1ves and

1.
free choace
= .

t

!

.
. . ’ P 2
. S

2. States have the primary responsibility’for pepviding hygher
~ edycation serv1ces, and hence, federal programs should support

and reinforce state efforts {

3. fedz;aT programs Should encourage states to continue, and in

many cases increase, their dollar support ofrhigher education.

. o

4. Federa] programs should encourage states to stab111ze or, ]f

9 .

*possible, to Tower tu1t1od levels. -

5. Federal programs.should encourage states to develop programs .

that will increase student access.

6. 'States, whethér rich or poor, whe}hér 1arge or sma11, should

have an equ1tab1e chance to compete for federa] dollars.

“ .
. !




Federal support tg-gtﬁtes should aqtomatically ipcrease when

' .- O
states are forced fo pend more to keep pace with

infTatiqp. o

.’ A v o \

‘ |
" - N ’ |
. Federal programs should encourage 3tates ‘to reco;p12e~and support
j ‘:‘ » . '\‘
| L R
| .
|

" . private institutions

]

-

v

{

9. States should be encouraged to maintain a proper balance betweeni

-+ ..expenditures and énr

Q11ment§, bétweé;fguality amd quantity. 5.,

§

| . .‘ L ’ { [ ‘ ..l'.' a».v :
' \\;10; The federa}/ﬁureaucrﬁcy'shou]d be kept as small §$~&ossib1e.
.. / r s ) . - . -
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. ' CONTRIBUFION TO NATIONAL OBJECTIVES ,
N B LT ‘

- Th1s sect1on addresses the cpntr1butgons that thé proposed method of f]nanc1ng
| <cou1d make to the obged;1ves that were deve]oped by the Nat1ona1 Comm1ss1on on .
., the F1nanc1ng of H1gher‘Educat1on ~ The Nat1pna1 Comm1ss1on suggested eight
o ,obJect1ves access, cho1ce, student opportun1txs educat1ona1 d1vers1ty, insti-

tutional exce]]ence, 1nst1tut1ona1 1ndependence, 1nst1tut1ona1ﬁ§\countab111ty,

-

<o * and adequate f1nanc1ng e s A
l AV . R v ) r : .. . .
- Access — The Commission's definition was: ¢ ' o

“ J . r ) . . » . ) r B - i .

' - ® Each 1nd1v1dua1 should be ab]e to enro]] 1n some fqrm of post- R

secondary education appropr1ate to thati person's.needs, capa-
- b111ty, and mpt1vat1on W , o
. . e o ‘ Coe '

- / .
Overa]] enro]]ments are: an\1mportanﬁ comﬁonent of the proposed index of state

effort, -and hence, there is created h/d1rect state 1eve1 1ncent1ve for promot1ng

. ~

,access. The- -proposed index alsg encourages the stab111zat1on or lowering of !
% .
tuitions, and hence, there is. created an add1t1ona1 1nd1rect 1ncent1Ve for

access; F1n%11y, the propesed index, by 1nc1ud1ng state.and Tocal expend1tures;
encourages states to’ adequate]y fund higher educat1on, and adequate fhnd1ng has

a s1gn1f1cant impact on access-
J .
2 L
Choice - The Commisshon;s»definition was:

PR

Each individual should have a reasonable cho1ce among“those insti-
- tutions of postsecondary educat1on that have accepted him or her
“for adm1ss1on




: 1 ‘ ¥ '

The'proposal contributes to this objective‘in two ways. First, under the5pro;

posa], states’ are given dvrect dollar 1ncent1ves ‘to accept out- of state stud%nts
Ve &
These 1ncent1ves are. 1mportant because 1f ,more states were wil-ling to Tower
S~— s —
. %heir barriers’ to-the 1nterstate mob111ty of'students,‘student choice wou'ld be

// expanded substantia]f} Second the proposa] does create some add1t1ona1 in-
I
cent1ves for those states wh1ch have a s1gn1f1cant pr1vate sector to sdpﬁort
C Ay
d L"that sector. To the extent that pr1vate 1nst1tut1ons get add1t1ona1 support

Tn appropr1ate ways from the states, student ‘choice will be expanded

& , )
Y . . L R >

Y N . «

. .. . L

Student Oppor®tnity — The Commission's definition was:

¢

. fPostsecondary educatlon should make available academic ass1stance
. and counseling that will enable each individual, according to his
’ or her needs, capab111ty, and mot1vat10n, to achieve h1 or her
educat1ona1 objfct1ves §\\

v

- -

It 1s probab]y fair to say that most students have as one: of their educatLOnal

obJect1ves the obta1n1ng of a cert1f1cate degRee or d1p10ma. “This. means that

¥

students should be encouraged to rema1n 1n\schoo] unt11 the1r educatlonal ob-

jectives are rea11zed The proposed method of f1nanc1ng, then, contr1butes to

0

th1s obJect1ve by count1ng a11 students, not Just first- t1me enro]]ees, a th1rd-
Q .

. year student 1s considered to-be Jjust as 1mportant as a- f1rst1year student. . 7. ' at

-3

It is. also appropr1ate to po1nt¢out that under the proposed mithod of. f1nanc1ng
the states would bBe—able, at” the1r d1scret1on, to use their federal funds to '

develop specialized programs in the ;rea of academ1c ass1stance and counse]ing.‘

e . ' . ’ . -

'Educational Diversity — This objective was defined in the fo]]owing terms:

o i : . . ) ‘ <

: ~
_ ;, Postsecondary educat1on should offer progwams o? formal 1nstruc-
N tion and other opportunities and engage in research and pub11c
.service of sufficient diversity to be responS1ve to the ‘changing,_.
needs of ‘individuals and society. o -

B

@ - , 18
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By gncouraging pr1vate educat1on by a110w1ng states to demelop those programs4i§

'Wh]Ch make the most sense for the1r state, and by not deve]op1ng r1g1d deta11ed

v nat10nab programs, the proposed method of f1nan§gng has ‘the potent1a1 to make -

a modest contr1butﬁon %% a natignal objective

-
I

educat1ona1 d1vers1ty ) A

.
“ - 4y

- R — . . s .
.

Instﬁtutimna] Excellerice — The Commission's definition was: ) v '
ST 0 . E . . . T [}

- . (

Postsecondary edfcation should strive for excellence in all in- - '
o - ~struction and ether learning opportunities, and in research and '
3\pub44e—serv1ce ';“, "ﬁ%wf R e | o t
. 7 . , R s .

° . o . . o
Exce]]ence requires aquuate‘fUnds" wh11e adequate- fund1nq»w111 not insure

3 Al '

exce}]ence, it almost 1nvar1ab1y 1sﬂtrue that exce]]ence ¢annot be.hdd w \d;hout
,adequate and\gften generdus, funding. Hence the proposed 1ndex of effort o K_ :
- does p1ace a substant;a] weight on state and 1oca1 expend1tures Furthermore,>

, d1fferent 1nst1tut1ons will seek d1fferent k1nds of exce]lence — some in
: N

N t1nstruct1on, some in reyearch, and some in the opportun1t1es they offer to

”depr1ved students.v Hence, the proposed methodfof f1nancjpg does not just

' count'fdnding.of 1nstroction and is not restricted to certain types of insti-.
tutid\s‘ The dec1s1on as to which areas of exce]]ence shou]d be pursued is

one that is 1eft 1n this approach to f1nanc1ng -at the state ]eve] where 1nst1-

3

'tut1ons and state agenc1es can deal w1th these matters 1n an appropr1ate way

. . . . ) ' ) ~
‘ \ ) o . * ' i . - u-. . ’ . \‘ . a
Inst?tutiona].Independente — The Commission's oEEective was: C

: Inst1tut1ons of postsecondary educat1on should have suff1c1ent
freedom and flexibility to maintain institutional and. professional
1ntegr1ty and to meet creatively and pespons1ve1y the1r educat1ona1
‘ S goa]s , . , ~
o Lnstitutiona1 independence has severa] dimensions. In part, ‘1ndependence is
'4
a funct1on of not depend1ng too much on .one source of fund1ng In general,

‘ .‘ : . . | ]9! | . . .

v




A

x - P

under the proposed method of f1nanc1ng, both the federal’ government and state
f s
a,jand Tocal govergments would b& encouraged to fund higher education. However,

"7 this method of f1nanc1ng cou]d lead to . federa] funds 1n this program dry1ng up K

for. a”part1cu1ar state if that state decided to cut back on its educational -

efforts. On the other hand, an 1nd1v1dua1 state wou]d know that the- federa] - e

= >

) governmhnt wou]d not cut back on 1ts support via th1s,program s1mp1y because

‘that state héd decided. to increase 1ts own. pport of h1gher educat1on5 In

v

'fact, under “this methoé‘of f1nanc1ng, the federa] government wou]d 1ncrease 1ts
RS

funding of a part1cu1ar state if that state dec1ded to more ful]y support higher

. +
education. _In part, 1nstrtut1ona1 1ndependence 1s a. funct1on of adequate fund-

o

- A
1ng, and*th1s proposa], as has a]ready been po1nted out encourages this.

}1na11y? 1nst1tut1ona1 in . ence in part is a funct1on of programmat1c

contro]« Under th1s pr posa] the federal government wou]d not be. attempt1ng *

°ms for that of the 1nst1lut1ons and states. .
Institutional Accpuntability 7~{he.Commission's definftion was;‘ _ . ¥
- — . . ] .

to. substitute itsyjudgments on pro _

, Inst1tut1ons of postsecondary educat1qn shou]d usé f1nanc1a1 and
- . other resources efficiently and effect1ve1y and employ procedures .
7 that enable thpse who provide the resources to determine whether
sthose” resourceg are be1ng used to ach1eve desired outcomes o . o,

Th1s method of financing could have an Tmpaét on the current system of accoun-

tab111ty Because students and 1nst1tut1ons wou]d not rece1ve support directly

- ’
from the federa] -government, there would be a 1essen1ng qf pressures Gn\students

and 1nstﬁ§ut1ons for accountability to the federa] government On the other

hand, because studénts and 1nst1tut1ons would receive more of their support
-~ A

. s
direct]y from states, there wg:l:\he increased pressures for.state-]evel'accounj
~ tability. | " .

t

-
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Adequate Financing*— The final Commission -objective Was; 7

s ¥

L) Adequate financial resources shou]d be prov1ded for the accomp11sh-
‘ This is a responsib111ty that should be
;, shared byra combinatdon oﬁ_pub11c and private sources, 1nc1ud1ng R

federal, ‘State, and local governments, students, and' their fam111es

ment of these objectives.

oS ‘ »

-

and other concerned*organ1zat1ons and 1nd1v1dua1s. -

- N =

. . . : :
- At, 1east as regardsSstate and federa] sources, as has already been,po1nted out

A

on severa1 oocas1ons, this method of f1nanc1ng does

' However,,to the extent that th1§ proposa] endourages 1OWer tu1t1ons, it re-

duces that source of revenue’
i L N
X

These then are the Nat1ona1~Con1ss1on obJectives and the potent1a1 contrvbub1ons

L

to these ObJeCt1VeS of the proposed method of financing.

proposa]

however,.the proposa] does have the potent1a1 to make a mean1ngfu1 contr1but1on )

to most of these: obJect1ves

»

v
.

¢
/-

I

o
.

- 9
v

-3
‘¥

v

;5 .

»

-

encourage adequate funding.

It is c]ear that the‘A

by 1tse1f does not comp]ete]y sat1sfy any one of these 0bJECt1V€S,A

)‘.




e . ANCILLARY. DETAILS . oy
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ATHese deta11s are not centra] to. the bas1c przposa] that _has been presented,

but the1rladopt10n m1ght make the bas1c proposa] much more attract1ve .

A .
- . - 4 ) - . o - .

[ -
r

I y be usefu] to a]]éw the deferent terms in the 1ndex of effert to be "

Ed

. we1ghted d1fferent1y For examp]e the ear11er express1on for state effort

a ’,, i
m1ghtﬁbe made to -include these welghts in the following wayrt ,~j£g-*;; _ ~
o . : : ¢ - ;
: w X Students P ¢ Expenditures -rw X Tuitidn
s te Effort > 52 _4
7 w2 X Target Population » ' W. X Personal Incomel

5 . v
S8 ~

[
1

These po]1cy we1ghts wou]d allow the federa] government to g1ve d1fferent we1ghts
~to 1ts var1ous ob3ect1ves For e;amp]e by mak1ng w4 greater than w3, the
federa1 government tan p1ace more we1ght on states decreas1ng tuitions than
on states 4n§reas1ng the1r expend1tures * By mak1ng w3 greater than N], the
federa] government can p]ace more weight: on 1ncreased do}1ars efforts than on.
' 1ncreased enr011ment efforts. As was ment1oned ear11er, these<we1ghts, along :
'7w1th the fact that the proposed 1ndex of effort 1s mu1t1p11cat1ve, cou]d resu{t
in the federa] government hav1ng a s1bn1f1cant degree of . 1nf1uence on the R
balance that is struck in each state betWeen its components of efforts v ;‘
- , N L .

| Second, it may be useful to gisaggregate_some'of the terms in the -expression

1
y

for state effort. ' In particultr,-it mavzbe'appropriate te"disaggregate the
i . 3 ( X . ) ) . .
personal income term as follows: | S .J' .
Total Personal Income = W™ X Total Personal Income of Low Income Fami]iessr+

) W X Tota1 Personal Income of Middle Income Families +
w’f’.X‘Total Persona] Incomé of High Income Families

~ . ’
24

[« J .A : . 'A22 : ' ' o ‘ ¢
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The advantage of th1s d1saggregat1on is that 1t wou

to be pﬁaced on the do]]arsr1n each~xncome group1ng For examp]e by mak1ng oD

educat1on —-e1ther d1rect1y or through the;ta

. m1dd1e and h1gh income fam111es —
et \ . -

[

térm For examp]e, a d1s-

P

[

o

students ' Ih1s d1st1nct1on would a]]ow the‘fed

of students.

S1m11ar1y, the target popu]atlo Td be decomposed 1Mto several

-groups

x

Another useful modification to*the.propof

citly recognize that different states 55

number of senjor citizens in Florida is a tlasgic case. This ref1nement cou]d

4

be'introduced into the expenditurés comﬁ§q '”the fo]]ow1ng way:
[ i . s ‘ N . - 1:-
’ Wy X Expendi tures — Wy

, w3 X Working Popﬁlaf




C o ar

. "between ]ow, m1dd1e, and high 1ncomes cou]d be changed

%

e

l

vd1tures cou]d be defined. as 1nc1ud1ng cap1ta1

" tures’

- .
v
: 4 .. . . . . .
‘- ' ! : ' ! . ’ . » . :
- : . B e : “l . - ’ -y
v B - ' . s ’ ] . . ) 0 )
. . ) . .
A o 13 ' ° . oL L A . .
. . . 3 : v - i N .
. . . ‘ , . R
& S 0. i (e .
. M . N .. . . -
" . - - o 1 g o .' ‘
- — \) . -

g If the work1ng popu]at1on were def\ned as tnd1v1dua1s who were 25 to 60 years

of age, then a state would not be pena11zed because 1t had a high proport1on o

“of youn% or‘old persons in its popu}at1on. ‘..A “-‘ ’ o - o

LI ’ . L : R "-\,, .o ;

- .
* o, ‘ 2

F1na]1y, there is the matter of def1n1t1ons. One of ‘the strong p@ﬂgts of th1s - _‘

method of f1nanc1ng is' that the gener1c def1n1t1ons cou}@\be aduusted quite .

3

eas11y to ref]ect current federa] po]1qy

f1ned as postsecondapy students 1nstead ef higher educat1on students
d‘ .

as we]] as’ operat1ng, expend1-t

Expen-

Tu1t1on cou]d be expanded to. 1nc1ude student chacges The boundar1es

By® adJustments 1n-

LI .‘;
these def1n1t1ons, then states cou]d be g1ven add1t1ona1 1ncent1ves to con- J
‘Js1der federa] po]1cy in the des1gn of the1r programs. - oot :“*&f
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v | CRITICISMS o T
t » . » ) ‘ .).( .

This section records and responds to severa] of the more important criticisms
)

uhich have ‘been raised to date about the pr0posed method of financing

The first.criticism is that there is rio need to spend,preeious federa] dollars:
providing new and additional incentives to states to support.higher education
Some wou]d claim that states are a]ready supporting higher education and- that |
:federa] do]]ars could best be spent on other programs As has a]ready been
noted not everyone is conv1nced that past patterns of ever increaSing 1eve1s

of state support are guaranteed or even 1ike1y. Hence, new and’ additiona] state
incentives may be a useful addition to the current pattern of state and federa]

relations. In addition, there are some who would argue that current]y there

-,

. s a much too disparate effort being made as between the highest effort states

v'and the lowest effort states. Hence, it may be appr0priate for}the federa]

goVernment to set up a system of additiona] incentives that mnght inf1uence

~ some of these lower effort states to increase theirleffor s. At the same time,

it would be unwise and'counterproductivekto‘exclude from this program those
states that currently are making a high effort. It is4c1ear that these states

value higher education and probab]y are prepared to make wise uses of any

~

. federal- do]]ars that are given to them.,

g 3
. l . 5 R

A second criticism is that this method'of finanCing does not sufficient]yotarf
gét federal funds As has a]ready been pOiqted out, this proposa] does not .
seek to target funds on a national baSis This proposa] is based on the pre-

mise that targetting can best be done»on a state by state baS1S<L The  best

'that can be hoped for is that this state 1eve1 targetting have behind it sqme

2 2/' PR
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,strong‘and explicit federal incentives. 1t has also been noted that if. this

._proposa1 were enacted as a basic support program, that'it then might become’

easier for the federal government to develop other programs wh1ch were much ~
more targetted than current federa] programs For example, targetted programs
for low income students could be deve]oped without a requ1rement that these

" programs prov1de substant1a] benef1ts to middle 1ncome students. R

*

»

A third cr1t1c1sm has been that this method of f;nanc1ng does not ]eave the'.
federa] government w1th enough contro] over the funds which 1t comm1ts to
this program. Th1s ‘method of f1nanc1ng is"based on the prem1se that the federa]
government should be resu]t and not contro] or1ented It shou]d be 1nterested
in secur1ng ]ower tu1t1ons, more enro]]ments, and greater leve]s of aggregate
‘state spendjng,"How states accomplish this shou]d be left to the states

8

The f1na1 cr1t1c1sm has been that federal funds would be better d1str1buted to

.

~ states on the bas1s of need rather than effort. The argument is made by some

that federal spend1ng shou]d compensate for lack of state spend1ng SO that

more equal educat1ona] opportun1t1es are available to all. If federal funds

" were unlimited, these cr1t1c1sms*m1ght be valid. The pract1ca] fact is that

o compensatory federa] programs are ]1ke]y to lead to states subst1tut1ng federa]

doTlars for state do]]ars It is -unlikely that .the federa] government cou]d

ever afford to. take over a]1 or even very much“bf the burden of support1ng

h1gher educat1on which is current]y shou]dered by the states Many individuals

4;\‘2’ -

have fe]t for a ]ong time that 11m1tgdﬂfedera1 funds can have more of an 1mpact

. Al
W ¢

if they are used 1n an 1ncent1ve rather than a compensatory fash1on

a
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~ FUTURE PLANS

e . ) . ‘-‘ = b N A
_ . : )
There are still many details of this method of financing that need to be
. examinedA Beyond th1s there 1s a need- to decide on the scale at which this
program cou]d “and shou]d be 1ntroduced There is still work to be done on

G . ‘

_dec1d1ng where the funds for th1s program m1ght best come from-(e.g., which

L

.programs shou}df”/\replace) and what mod1f1cat1ons in other programs m1ght-

be poss1b1e and des1rab1e if th1s method of f1nanc1ng were adopted J

o ’ {

b P i

In spite of all of the work which still'needsﬂto be accomp]ished; the‘work

to date has convyinced the authors that there is considerable merit to this

’

. s L's . . -
method of finanting. It seems-unlikely, for a variet§ of reasons, that fede-

ral programs will in the'long run stay as committed to difect student aid as .

they are now. At a minimum} other alternatives shoqu«be deOe]oped-and de-

bated The proposa] made in- this paper 1s offerred in th1s sp1r1t. As part

‘of a package that 1nc1udes highly targetted s tudent a1d programs, th1s pro-
. :

].posal offers a new d1rect1on for federal f1nanc1ng :

'r

-
-
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R y © APPENDIX A:

7

EMEMPLARY RESULTS ; | .

.

,Depend1ng on the part1cu1ar formu]at?on of the .equation for state effort in :

this f1nanc1ng proposal, a wide var]éty of a]]ocat1on patterns ¢&an be prbduggd

The fo110w1ng pages exemp11fy three 1nvest1gat1ons of the effect of the finan- -

cing plan using three distinct sets of "5olicy" parameters Statistical data

“used in~these'simp]ations was _extracted from a variety of published and com-

puterized federal data éources. Referehces to these sources appear at the end

~

hd -

of this agpéndﬁx. . .
The first alternative can be_kepreseﬁted by fhe following egquation:

[ State Expenditures Going D1rect1y4uo Institutions .
+ State Student Assistance Grants — State Tuition

4 ~ Revenues
State Effort = State PerSOna1 Tncome
i State Student Population -
~State Population v
. .

This yields the following results when a maximum student award is set at $100.

= ¥

-
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. State

Arizona -
Washington -
Idaho
Wyoming -

Utah =
California
Hawaii

New Mexico.
Lowisiana
North Dakota
Wisconsin
Alaska
Mississippi

- Texas

Kansgs
Colorado
Oregon

‘ Kentucky’
- West Virginia-

I11inois_
Montana
Minnesota
Arkansas

‘Ok 1ahoma

Michigan.
North “Carolina

Florida

Nebraska

South Carolina
Georgia
Delaware
Alabama °

‘New York
‘Maryland . .

Missouri
South Dakota

- Indiana
-Towa ’ 7

Virginia
Nevada
New. Jersey
Maine

“ Connecticut
Rhode Island .

Ohio

Penngylvania .
- Tennessee

- Massachusetts
" New Hampshire

Nermont

District of Co]umbia

TOTAL AWARDS TO ALL STATES

a
0y
'3

“Inlisy of

TABLE 1

Comparative

Per Student

30'_"

~

. Number of
EPfort Effort Award Students Total Adard
1.007 '1.000 100 83,572 8,357,200
.846 -. 840 83 138,871, 131,662,409
".815. .809 80 29,408 = 2,379,507
.812 .806" 80 12,763 1,028,881
.811 .805 80 69,308 -5, 579,901
.780 775 77 889,440 68,896,532
.701 . .697 69 27,662 1,926,711
.605 - .601 60 - 39,259 - 2,357,546
.603 'g .599 59 110,203 6,603,526
.504 - .500 50 25,564 1,278,983
.451: .448 44 55,650 2,493,044
. .448 .445 44 '5,949 264 749
- ,447 444 44 62,943 2,795,554
.432 .429 - 42 - 390,326 , 16,763,118
- .427 .424 ' 42 —84,379 4 002,337
-.388 o .385 38 . 99,763 3,843,348
~361 .358 .35 80,506 2,882,735
.357 .354 35 - 86,674 . 3,072,450
.351 .348 34 59,309 .?F'5,548;964
.350 .348 34 . 347,742 12,096,983
.340 .338° 33 3,444 454,223
.284 .282 28. 132,293 3,733,605
272 270 27 7. 47,640 1,287,784
271 . .269 26 101,059 2,716,004
.264 v .263 26 315,721 8,291,030
.224 .223 22 130,736 2,910,711
211 .20 20 186,593 3,907,626
.200 .198 19 62,525 1,239,590 .
. 187 .186 18 56,316 1,044,974
.187 .185 18 116,953 ° 2,167,639
.157 « .15 +-15 16,244 . 254,012
. 156" .155 15 93,743 1,448,635 .
.155 154 15 750,332 11,536,132
.139 .138 13 122,247 1,686,253
.123 122 12 147,208 1,801,555
22 J21 12 - 26,600 - 321,798
107 . 107 10 175,350, 1,870,084
~.100 .099 . 9 . +96,050 953 93Q
.082 .081 8 104,372 8485432
.031 .031 3 1,712 . 5,243
.020 .020 1 . 165,898, -327,388
.014 - .014. 1 23.144% 31,567
010 - .010 1. 106,748 ‘ 110,382
- .097 .000 0 35,200 0
-..103 .000 0 336,803 . 0
-..13¢ .000 -0 .,339,706 0
=15 .000 "ﬂﬁ 0 121,282 0
- .34 .000 o 0 243,150 0
- 474 .000 0 24,893 0
- .749 .000 0 17,886 - - 0
-2.338 .000 0 53,519 0
$212 783 079 -
31 0
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TH\ reader sheuld note espec1a11y the eight states in Table 1 where the subtrac-»

tion of tu1t1on revenues produces negd&tive. indices of state effort.

v‘\. . . » - . e . .

The seFond 1nvest1gat1on (Tab]e 2) shows the effect of remov1ng state tu1t1on .o

revenue from the previous eqyat1on for state effort. Thus, the rev1sed formuia

for the 1ndex of state effort .is:

e - ..
State Expend1tures Going Directly fg Inst1tut1ons
o + State Student Assistance Grants >
State Effort = . State Persona] Income

State ‘Student Popu]ation SN , -
State Population ' : .

'

14
[}

[y

Again, the information in Table 2 ds based on a.mdximum student award of $100. -
- Y . N .

EA ’ .

=

31




- TABLE' 2 Koo

KA v
< f\Hex of Comparat1ve Per Student  Number of _

. Rank  State . Effort Effort Award Students: Total Award.
1 . Utah . 1.674 1.Q00 < 100 - 69,308 . 6,930,800
2 . Arizona 1.422- .8 84 83,572 . 7,096,144 -
3 - North Dakota 1.144 - 683" 68 25,564 1,746,356

+4  Wyoming . 1.139 .680 68 ° ‘12,763 . 868,120
5 Washington ' 1.122 -« .670 66 < 138,871 9,303,199
6. Idaho . : 1.099° 656 - . 65" - 29,408 1,930,028
7 California - 1,094 .653 N 65 . 889,440 58,]06 826
8 Colorado o 1.073 - - .641 .., - 64 99,763 6,390,308
9 New Mexico . - +.996 " .595 \ 59 - 39,259 2,334,674

10 District of Columbia . .993 - .593 "\\\\59 : 53,519 -+ 3,175,088

11 Hawaii - ° < . .909 543 .« N\ 54 -, 27,662 1,502,197,

12 South Dakota. - . .897 536 53 = 26,600  1,4256,608"

13 - Oregon : -.847 .506 ' 50 80,506 4,070,131

14 Nebraska N .808 - .483 - 48 62,525 - 3,018,201

15.. Mississippi - - .804 .480 .. 48 ¥ 62,943 - . 3,023,197«

.16 West Wixginia 794 474 -5 47 159,309 , 7,555,760
| 17_ Kansas . o ..785 " 469 - ¢ 460 . 94,379 4,423,533
., 18" Louisiana o ..780 .466 46- - 110,203 - 5,132,374

19  New York = - .762 - - .455 45 750,332 34,125, 925

20 Wisconsin , 7127 T .434 ‘ 43 55,650 = 2,416,895

21 Minnesota - | . .715 427 ' 42 1324293 5,648,081

22 Iowa ° ) _ 701 ¢ .418 _ 41 « 96,050 4,019,490

23~ Rhode Island ' .683 .408 - 40 35,200 1,436,341,

24  Vermont S 671 .401 40 17,886 716,993

25, Michigan. . .667 .398 -39 315,721 12,567,790

26 . Indiana - .656  .392 - 39 % 175,350 - 6,871,047

27 Kentucky.: : .612 . . .365 o 36 86,674 . 3;167,387

28 Texas : . .596, .356 * 35 . 390,326 - 13,903,547 -

29  Oklahdma ‘ ..593 .354 35 101,059 . 3,577,140

30 Illinois .- - .547 .327 .32 347,77 11,365,459

31 - Ataska .534 .319 ' A 31 ‘ 5,949 189,698

32  Montana “ 517 . .309 . - 30 13,444 414,808

33  North Carolina = - .504 ) .301 - .. 30 - - 130,736 3,931,547 |

34 Missouri _ .488 0 .292 . .29 147,208 4,292,844

35 Massachusetts a .484 .289 . 28 243,150 7,026,073

36 Delaware .481 .287 , - 28 - 16,244 466,244

37 Florida 8 .449 © ..268 26. - 186,593 - 5,002,063 - -

. 38 Arkansas - © 443 . .265 26 . "47,640 1,261,617

39 Georgia. ' : 425 : .254 <. 25 " 116,953 2,970,855

40 Maryland N 419 .250 ' 25 . 123,247 - 3,060,082

41  Connecticut . 417 .249 24 .- - 106,748 - ' 2,660,747

42  Alabama [ .395 , .236 o 23 93,743 2,210,823

43 Maine v .386 ¢ .230 23 . . 23,144 533,272

44  South Carolina ) 377 - .225 22 - 56, 316 1,266,534

45 0 S . ..346. 7 .206 20 u336 803 6,950,335 .

New Hampshire . .7 .328 196 197 24,893 . 488,338
~Pennsylvani 0,306 .183 . : 18 339,706 6,214,562
Virginia ? .285 170, = 17 104,372 1,778,519

49 Tennessee 230 .137 ) 13 121,282 - 1,662,355

50 . New Jersey .- .200 119 o .11 165,898 1,979,585

51 - Nevada : - .044 026 2 . ne - 4,515

TOTAL ANARDS TO ALL STAIES $282 204,048. %%
\‘l ‘ . » . ) .. ] . . . ) ‘ . ma

) , . . .
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.'In the last investigation, state and 1oca1 expend1turgs on h1gher education

are replaced by actual 1nst1tut1ona1 current fund expend1tures tota]ed for:
public and private schools. Thus, the equat1on for the th1rd 1n¥est1gat1on

is: , T -3

s

Total Institutional Current Fund Expendﬂtures
State Perspna] Income

State Effort

* .

State Student Popu]at1on
State Popu]at1on

4 * o ; " . o
Results from this formilation are reported in TéZ]e 3, again assuming a

maximum $100 award per student, - - o .
e o S .
. c . R
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17

K

o S
N—l

23
- 74
- 25

26 -

27 .
.'528

29
30
31
32

33 .

34
35
36
37

38

39
40
41

- 42

43
44
45
46

48,
49
50

51

 TOTAL AWARDS TO ALL STATES
T T : . .

N = — o
O W

;b.vNew York
. Washington

State

D1str1ct of CoTumb1a

Utah
Vermont
South Dakota

R

Massachusetts

North Dakota |,

Colorado

flew Mexico
Arizona
Nebraska -
California
. Wyoming .
Idaho

Kansas .
Rhode IsTand
- Oregon

West Virginia

New Hampshire
Towa

Hawaii -
Indiana
Oklahoma
Minnesota
Mississippi
‘Michigan.. s

. Tennessee

" Louisiana

. North- Caro]1na

Texas LN

I1Tinois
Missouri
Wisconsin
ConnecWicut
Maryland
- Alabama -
“Kentucky
“Pennsylvania
Ghio
Georgia
-Delaware
‘Maine
Alaska
Montana .
South Carolina

- -Arkansas

Florida
Yirginia
New Jersey
Nevada

$125 454 673.39

36

34 '

1,712

],263‘

ﬁ .

, TABLE 3« .
Index of Comparative  Per Student Numbér. of
Effort Effort’ ~Award *  Students Tota] Awaru ,
12.25¢  ; 1.000 ~ 100 53,519 5,351,900
8.586 _ ‘% .701° 70 69,308 4,856,180
4.191 342 ° 34 17,886 -611,734,
3.616 .295 29 26,600 785,023
3.479 .284 28 243,150 6,903,961
3.420 .279 = 27 25,564 - ° 713,525
3.336 .272 27 99,763 " 2,715,695
3.111 . . 254 25 39,259 996,664
" 2.805 .229 22 83,572 1,912,990
2.767 .226 - 22 62,525 . 1,411,953
2.711 .221 22 . 889,440 19,680,777
2.657 .217 21 12,763 | 276 5739
2.562 ..209 20. - " 29,408 = 614,807
. 2.51 .205 20 94,379 ‘1,933,619
2.498 .204 20 - 35,200 - 717,514
v2.483 .203 20 80,506 1,631,164
2.432 .198 19 159,309 . 3,161,505
2.47 .197 19 24,893 4913009
"2.395 .195 19 . ' 96,050 1,877,350 -
2.380 .- . .194 ° 19 750,332 14,572,242
2.380 .94 19 138,871 2,696,855
2.243 7, .183 v 18 27,662 506,368
2.207 -+ .180 18 *175,350 . 3,158,203
2.199 .179 17 - 101,059~ 1,813,783
2.180 —" ..178 17 132,293 2,353,786
2.167 . 177 17. 62,943 1,113,247
1.893 154 15 315,721 °4,875,947
1.875 .153 15 121,282 1,855,811 .
.1.860 .152 15 110,203. 1,672,760
1.829 .149 - 14 130,736 1,951,602
1.663 136 13 390,326 5,297,878
1.656 135 13 347,742 - 4,699,540
1.622 o132 v 13 147,208 1,948,895 -
1.611° 2131 13 55,650 731,739
1.607 131 13 106,748 1,399,863
1.605 131 . 13 122,247  ~ 1.601.519
1.570 .128 12 . 93,743 - 1,200,990
1.482 121 12 86,674 1,048,125
1.454 .119 1 . 339,706 4,031,925
1.443 .118 11, . . 336,803 3,966,921
1.331 .109 0 % 116,953 . 1,270,570 '
1.304 -.106 10 * 16,244 172,844
1.257, .103 10 23,144 . 237,475
1.246 .102 10 5,949 60,490
- 1.221 .100 9 13,444 ° 133,991
-71.%207 .099 s 9 56,316 554,857
1.206 ~.098 9 47,640 468,840
. 1.140 - ..093 9 . 186,593, 1,735,339
_.980 .080 8 104,372 834,984
.622 .051 5 165,898 841,913
7,090 .007 0
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E - " SUMMARY OF DATA SOURCES USED

* State Expend1tures for Higher Educat1on —-TRINST?] File of the NCFPE Data Base
(1970-71 HEGIS Informat1on) .

State Expend1tures for Student Assistance —-TRINST71 File of the NCFPE Data Base
(1970-71 HEGIS Infowmat1on) : .- L

State Tu;t1on Revenues —-TRINST71 F11e of NCFPE Data Base (1970 71 HEGIS Infor-
~ mation .

2N

_State Personal Income —-Internal ReVenue Serv1ce, Income Statfst1cs Individua]'

‘Returns 1970. . . , R

State Student’ Enro11meﬁts’L-Nces, Fall Enroliment in Hfgher.Education 1970
Supplementary Information, Summary Data. ‘-

Y

State Population — U..S. Census, General Popilation Gharacteristics, 1970,
'Inst1tut1ona1 Currenx Fund Expend1tures - U. S 0. E » Financial Statistics of
Inst1tutions of ngher Educat1on, 1970 71 ’

.
E

: N S
-,"For fnore Maq led information on either the’ definitions ‘or aggregatwns of data

elements used in the. prev1ous 1nvest1gat10n, the reader lshould contact one of

B the authors d1rect1y
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